Crosby, Michael

‘rom: Carter, Lonnie

Sent: Tuesday, December 09, 2014 12:03 PM

To: Adams, Mike A. (CFO)

Cc: Albert, Craig; Watson, Marty; Crosby, Michael; Hartley, Amy
Subject: Re: Bechtel - Summer Nuclear Plant

Mike,

Thank you for reaching out to us. Bill has mention your conversations. Michael Crosby, our Sr. VP of Nuclear
Power, and I would be glad to meet with you and Craig. We are familiar with Bechtel's good reputation in our
industry. We would be interested in your ideas about how Bechtel might assist us with Summer Units 2&3.
Amy, my assistant can work with you to find a suitable schedule.

Look forward to meeting you both.

Lonnie

Sent from my iPad

On Dec 4, 2014, at 5:49 PM, Adams, Mike A. (CFO) <maadams(@bechtel.com> wrote:

Lonnie -

I am writing to follow up on your discussion with Bill Finn regarding Bechtel's potential interest
in helping the owners of the Summer Nuclear Plant ensure the best possible outcome for Units 2
& 3 in respect of cost, schedule, safety and quality. We think that a successful outcome is
important for the whole nuclear industry in our country.

I am the CFO of Bechtel and, as you know, Bechtel has had a long and deep involvement with
the nuclear power industry.

We are currently completing the Watts Bar Unit 2 project for TVA, and have recently completed
a number of Extended Power Uprate and Steam Generator Replacement projects across the
country, as well continuing to provide engineering services on other nuclear plants including for
the Southern Company. We have also previously helped owners successfully complete nuclear
projects where we joined the projects midstream and worked constructively with existing teams,
with examples including the South Texas and Comanche Peak projects in Texas.
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We would like to meet with you to discuss some ideas we have on how we might be able to help

you and SCANA manage the Units 2 & 3 project. We understand that you have a strong contract
with the Westinghouse-CB&I consortium, and we are aware of announced delays and challenges
that your contractor consortium is having.

My colleague Craig Albert runs our Nuclear, Security & Environment business unit that is
responsible for our commercial nuclear business. I have copied him on this email, and would
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hope that you would be willing to meet with Craig in the near future in your offices in South
Carolina.

Thank you in advance for your consideration.
Sincerely,

Mike Adams
CFO
Bechtel Group, Inc
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WARNING — This e-mail message originated outside of Santee Cooper.

Do not click on any links or open any attachments unless you are confident it is from a trusted
source.

If you have questions, please call the IT Support Center at Ext. 7777.

***********************************************************************************
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Crosby, Michael

“rom: Crosby, Michael

Sent: Friday, February 06, 2015 9:35 AM
To: 'Albert, Craig'

Cc: Carter, Lonnie; Watson, Marty
Subject: RE: DRAFT Proposal from Bechtel
Craig,

Thank you a for the draft proposal and transmittal letter. We really appreciate the
urgency you have placed on this project.

The Bechtel approach (outlined) in the assessment certainly appears comprehensive, and
the seniority of the proposed assessment team is not only appropriate, but I believe vital to
receiving buy-in by all parties.

A couple of focus areas, not specifically mentioned in the proposal, but I’m sure could be
wrapped by this 360 assessment:

1. Status of the CB&I / Stone & Webster balance of plant (BOP) engineering,
procurement and construction effort. There is so much Consortium emphasis
being placed on nuclear island progress these days, I fear BOP design, procurement
and ultimate commodity installation may not be receiving the proper attention
required to plan and execute a successful and timely schedule.

2. CB&I Site Leadership — I’m convinced we do not have the “A Team” on board to
execute - even if all other areas were problem free. I believe a candid assessment
(and recommendation) regarding the construction leadership (managers,
superintendents, etc) would be both eye-opening and valuable to our success moving
forward.

Lastly, I would ask that you scrub back through the transmittal and proposal documents
and replace the word “prudent” where you can. SCANA is very sensitive to this type
language, particularly as it relates to its interface with the South Carolina Office of
Regulatory Staff and the Public Service Commission (a Base Load Review Act —rate
recovery issue).

Lonnie is traveling, but he and I will be getting together on this soon.

{ suspect the next step will be a reach-out ... Lonnie to Kevin Marsh.
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Please do not hesitate to call me if you need anything — I’m sure we will be back in touch
soon.

Have a Great Weekend,

Michael Crosby

From: Albert, Craig [mailto:cmalbert@Bechtel.com]

Sent: Thursday, February 05, 2015 6:00 PM

To: Carter, Lonnie; Crosby, Michael; Crosby, Michael; Carter, Lonnie
Cc: Adams, Mike A. (BGIL); Troutman, Tyrone; Watson, Marty
Subject: DRAFT Proposal from Bechtel

Lonnie, Michael,

Attached is a draft of the proposal we committed to providing, and below is a draft of the text I would include in
a letter transmitting the final/formal proposal. Please advise of any changes you would like us to make.

Look forward to hearing from you.

Craig

Dear Lonnie and Michael,

Thanks again for meeting with Mike Adams and me on January 24 to discuss the status of the V.C. Summer
project. Successful delivery of this project is obviously essential for Santee Cooper, SCANA, and your
contractors, but it is also vitally important to our industry and to Bechtel. We understand how important it is to
you that the project be executed in the most prudent manner possible and that the new units be delivered at the
earliest possible completion date.

Bechtel has supported a number of owners in performing independent assessments of complex EPC projects
and we are committed to making a team of senior Bechtel personnel available to support such a review on V.C.
Summer. We are very knowledgeable of the AP1000 design basis and our broad experience with world-wide
supply chain management, grass-roots nuclear construction, and executing mega projects that leverage large
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scale modularization provides us with the insight needed to understand the complexities and challenges to
deliver this project.

Given the importance and magnitude of this project, I handpicked Bechtel Senior Vice President Mike Lewis to
lead our proposed assessment team. Mike is one of our very best project managers for complex, mega projects
and is currently serving as our corporate Manager of Construction, the most senior construction manager in
Bechtel. In addition, we have included other senior managers on the team who have very successful history
working at V.C. Summer.

In terms of the assessment, we propose that our team focus on understanding the current status and forecasted
path to completion through various aspects of the project including: design; supply chain management, with
emphasis on module fabrication; construction; and startup. With WEC’s support, we can focus on getting a
clear picture of the status of the WEC design and licensing efforts and evaluate how those activities may impact
the future path to completion. Our team will review project metrics and reports; interview select owner and
contractor personnel; and visit the site and key fabrication facilities to evaluate the health of the project
execution plan and the thoroughness of the current forecast — from both a schedule and cost performance
perspective.

Note that our review will focus on the methods and tools being used to manage project execution, changes, and

isks, but will not review the attribution of past impacts or validity of any pending or future claims. Beyond the
numbers, we plan to assess the degree to which all parties are aligned in a positive project culture focused on
the quality and efficiency of project delivery. We will also look for potential opportunities to tailor contractor
oversight given the current project status and circumstances.

As part of our assessment, we will provide you with our initial conclusions and recommendations focusing on
the most prudent path forward, and what that means in terms of cost and schedule to improve the trajectory of
the project. We are confident, based on our experience in the industry and with assisting owners in completing
complex projects that we can provide recommendations that will help you and your current contractors with
delivery of your project.

The effort for an assessment of this magnitude will require approximately 10 senior managers, will last 8 weeks
in total, and will cost $1 million. Attached is a DRAFT proposal that outlines and further defines the details for
how the assessment will be executed, key members of the team, commercial considerations, documents and data
that are needed from the project to support the assessment, and the proposed topics for the assessment

report. Additional information on Bechtel’s experience with the AP1000 technology and other relevant projects
is also included.

We look forward to supporting you in this endeavor and are prepared to start at your request. I suggest we
quickly set up a follow-on meeting with some of our key team leaders to further discuss this effort in detail and
3
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answer any of your questions. We are prepared to formally issue this proposal if it meets your expectations and
can obviously incorporate any changes you would like. I would be happy to help finalize our proposal. Ty

Troutman, our General Manager for Nuclear Power, who is copied on this email and can be reached at 703-429-

6284, can also help coordinate this follow on discussion. Please let me know of any questions.

Best regards,

Craig

o R L e ok R

WARNING - This e-mail message originated outside of Santee Cooper.
Do not click on any links or open any attachments unless you are confident it is from a trusted source.
If you have questions, please call the IT Support Center at Ext. 7777.
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Crosby, Michael

From: Crosby, Michael

Sent: Monday, May 11, 2015 5:48 PM
To: sbyrne@scana.com

Subject: DC

Steve,

I spoke with Craig Albert this afternoon ... you remember Craig from the hangar ... sat in the middle - President, Bechtel
Nuclear, Security & Environmental, Inc.

Craig is aware of where we stand relative to moving forward with the assessment ... that is ... the Owners have Board
approvals to move ... but have not notified the Consortium of the “Bechtel selection” including clearing a path through
the Consortium CEOs (Roderick & Asherman).

Craig will not be at the function you are attending tomorrow evening ... but Ty Troutman (President, Bechtel
Commercial Nuclear) who reports directly to Craig ... will be seated at your table.

Ty will be one of the Bechtel principals assigned to the assessment ... has been briefed on its confidential nature ... and
will reach out to you (in private) for a conversation tomorrow evening.

* k%

Thanks for the info this morning.

Lonnie is extremely (motivated) and ready to move forward on this ... and would like to see us get documents to Bechtel
as soon as possible so that Bechtel can begin the necessary preparatory work before beginning the actual assessment.

Maybe with the blessing of our legal teams ... we could (NDA) wrap Bechtel into an Owner’s engineer role ?? that would
allow Bechtel to start reviewing documents. Please stew on this a bit ... and let’s get back together soon on what we can
do to get the program jump started ... I'm feeling some real heat on this one.

Thanks again Steve ... safe trip to DC!
mrc
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Execution Version Confidential Trade Secret Information—Subject to Restricted Procedures

such request or requirement so that the OWNER may seek a protective order or other
appropriate remedy and/or waive compliance with the provisions of this Agreement. If,
in the absence of a protective order or other remedy or the receipt of a waiver from the
OWNER, the RECIPIENT or any of its representatives are nonetheless, in the written
opinion of their counsel, legally compelled to disclose Information, it or its
representatives may, without liability hereunder, disclose only that portion of the
Information which such counsel advises the RECIPIENT is legally required to be
disclosed, provided that the RECIPIENT exercises its best efforts to preserve the
confidentiality of the Information, including, without limitation, by cooperating with the
OWNER to obtain an appropriate protective order or other reliable assurance that
confidential treatment will be accorded the Information.

6. Except where necessary or appropriate for Facility Purposes, RECIPIENT shall
not make any copy or in any way reproduce or excerpt such Information except as
authorized by OWNER in writing prior to such reproduction or excerption. Any such
copies or excerpts shall include proprietary notice. Upon the written request of OWNER,
the Information provided hereunder and any such copies or excerpts thereof shall be
returned to OWNER, or, at the sole option and request of OWNER, RECIPIENT shall
destroy such information and any such copies and/or excerpts and certify in writing to
OWNER that such Information has in fact been destroyed.

7. Nothing in this Agreement shall apply to any information which is:

a) now generally known or readily available to the trade or public or which
becomes so known or readily available without fault of RECIPIENT; or

b) rightfully possessed by RECIPIENT without restriction prior to its disclosure
hereunder by OWNER; or

c) acquired from a third party without restriction, provided that RECIPIENT
does not know, or have reason to know, or is not informed subsequent to
disclosure by such third party and prior to disclosure by RECIPIENT that such
information was acquired under an obligation of confidentiality; or

d) information that RECIPIENT can show by suitable evidence to have been
independently developed by RECIPIENT or its employees, consultants,
affiliates or agents; or

e) legally required to be disclosed; provided that RECIPIENT uses its reasonable
best efforts to notify Owner of any request or subpoena for the production of
any such information and provides Owner with an opportunity to resist such a
request or subpoena.

8. It is mutually understood that, except as expressly granted in this Agreement,
nothing herein shall be construed as granting or implying any right under any letters
patent, or to use any Information claimed therein, or as permitting RECIPIENT to
unfairly obtain the right to use Information which becomes publicly known through an
improper act or omission on its part. Furthermore, it is mutually understood that each
CONTRACTOR is a third party beneficiary to this Agreement.

Page 2 of 5
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Execution Version Confidential Trade Secret Information—Subject to Restricted Procedures

17.  This Agreement shall be effective for a period commencing on the date this
Agreement is executed by the parties and ending five (5) years after RECIPIENT ceases
to provide services with respect to the Facility, except RECIPIENT’S confidentiality
obligations survive.

18.  If any of the terms of this Agreement are violated by RECIPIENT, OWNER shall
be entitled to an injunction to be issued by any court of competent jurisdiction, enjoining
and restraining the RECIPIENT, as well as damages and any costs of collection,
including but not limited to attorneys’ and other professionals’ fees and related charges
and interest.

19.  If any provision of this Agreement is held invalid in any respect, it shall not affect
the validity of any other provision of this Agreement. If any provision of this Agreement
is held to be unreasonable as to the time, scope or otherwise, it shall be construed by
limiting and reducing it so as to be enforceable under then applicable law.

20.  This Agreement constitutes the entire, sole and exclusive agreement of the Parties
concerning each Party’s obligations of confidentiality with respect to the Information of
the other Party. No modification of this Agreement or waiver of any of its terms will be
effective unless set forth in a writing signed by the Party against whom it is sought to be
enforced.

Page 4 of 5
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< MARSH, KEVIN B
From: Albert, Craig [cmalbert@Bechtel.com]
“ent: Monday, July 13, 2015 2:49 PM
o: Lonnie Carter; MARSH, KEVIN B
Cc: L Adams, Mike A. (BGI); Carl Rau; Troutman, Tyrone
Subject: Fwd: Scana/Santee Cooper (SS) Bechtel (B) Meeting

***This is an EXTERNAL email. Please do not click on a link or open any attachments unless you are
confident it is from a trusted source.

Kevin, Lonnie,

We were exchanging emails internally about what we should discuss tonight. Decided just to forward to you
unfiltered. Of course you may have other items and are free to add/delete from our list.

"SS" is you and "B" is us.

See you in couple hours.

Craig

Begin forwarded message:

From: "Albert, Craig" <cmalbert@Bechtel.com>

Date: July 13, 2015 at 12:27:40 PM EDT

To: "Rau, Carl" <cwrau@Bechtel.com>

Cec: "Adams, Mike A. (BGI)" <maadams@bechtel.com>, "Troutman, Tyrone"
<tptroutm@bechtel.com>

Subject: Re: Scana/Santee Cooper (SS) Bechtel (B) Meeting

Looks like good flow. We certainly want to hit each item before end.

I reordered a bit below based on answering the question 'what is Bechtel's intent of mtg":
# 1) to understand SS sense of urgency (and to emphasize a high one). We are ready to go and
prepared to go quickly. Need contract, then the info.
e 2) get a sense from SS of what we can expect from consortium regarding their disposition and
support of our effort. And expectations for 7/28 consortium meeting.
= 3) high level alignment on what assessment is and isn't. (three paths of assessment: the work, the
consortium, and SS oversight. Not claims consultancy)
® 4) discuss how we plan to approach assessment
® 5) to share some very i initial observations (SS too hands-off, over-delegating, ...)
6) discuss level of ownership within SS of this assessment. And who is change agent.
7) anything else they can discuss of future events/changes/plans that would impact project.
8) frequency of CEO-level check-ins and level of detail in those meetings.
9) at risk of being presumptuous, discussion about 'beyond the assessment' (Watts Bar 500)

2 YV 4 4

We can discuss status of PUC along the way.

See you at airport.
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Date: July 9, 2015
Subject: Summary of Bechtel’s V.C. Summer 2 &3 Management Assessment Scope and Approach
Reference: Bechtel’s Assessment Proposal, dated February 10, 2015
Overview

SCANA and Santee Cooper requested Bechtel to perform an overall assessment of the V.C. Summer
Units 2 & 3 project (Project) with the objective to assist the Project owners in better understanding the
current status and potential challenges as a first step in helping to ensure that the Project is on the most
efficient trajectory to completion. The assessment is expected to take eight (8) weeks and will document
the identified risks, observations, and recommendations by the Bechtel team in support of the above
objective.

Scope

a. Evaluate current status of forecasted completion plan for: Design; Licensing; Supply Chain; and
Construction

b. Focus these evaluations on the issues that have caused impacts on the Project to date

c. Review and comment on the current project management tools and work processes being used
to plan and execute the Project :

d. Review and comment on the mitigation plans and/or recovery plans put into place and evaluate
their effectiveness to date

e. Review and comment on the change management processes being used on the Project, through
completion and turnover of the units

f. Develop a Final Report that will contain an overall Executive Summary along with a narrative
describing the current status, identified risks, observations, and recommendations for the
following Project functions:

e Project Management

e Project Controls

e Engineering

e Licensing

e Quality Assurance/Quality Control

BECHTEL CONFIDENTIAL
Page 1 of 2
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e  Supply Chain Management
e Module Construction

e Construction

e Startup

Approach

e Data Validation: During this phase, the team will evaluate the current status of the Project
including: Design; Licensing; Supply Chain; and Construction (e.g., scope control, schedule (plan
verses actual), staffing (plan verses actual), budget (plan verses actual)). This Phase will take
approximately one week after receipt of documents requested. Based on review of the
documents received, a more detailed plan for the assessment may be necessary.

e Interviews: Bechtel team will interview the SCE&G/Santee Cooper leadership team members to
get a good understanding of how the contractors are organized and managed and in gauging the
current EPC culture and potential impacts to the execution approach on the Project. The list of
the leadership team members in question will be provided at the conclusion of the data
validation phase.

e Functional breakout sessions: During this period, the Bechtel team will break out by their
assigned functional area and work directly with SCE&G/SCANA and Consortium team managers
responsible for their respective functions. The Bechtel team will focus on a review of the various
tools, documents, and reports and their ability to support the efficient and timely planning,

management and completion of the Project.
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Crosby, Michael

From: Albert, Craig <cmalbert@Bechtel.com>
Sent: Tuesday, August 25, 2015 8:05 AM

To: Crosby, Michael

Subject: Re: Item 4

Michael, | completely understand your advice.

| was trying to be as forward leaning and provocative as possible knowing that you would whittle us back to the right
place at this time.

Our plan on the call will be to:

1) explain at high level why we have a concern;

2) update progress made thus far and describe obstacles encountered. We will point out what we have received and
what we ARE able to do with it; what not able to do and why it matters;

3) Then we will make suggestions. We will gently follow flow of the long email | sent you and follow Kevin's lead and not
push unnaturally hard. At minimum, we'd like to get Kevin to agree to continue weekly call and have him agree to advise
Westinghouse and CBI executives to take this seriously and that Bechtel's input will be necessary/helpful to Owners to
resolve issues with Consortium. Also would like kevin to support a meeting between Bechtel executives and
consortium's to improve mutual understanding.

We will be flexible and careful on the call and follow your advice.
Sound about right?

Craig

-> On Aug 24, 2015, at 9:43 PM, Crosby, Michael <michael.crosby@santeecooper.com> wrote:

>

> Craig,

>

> | believe the email approach is too aggressive at this point ... and may even place Bechtel credibility at risk. Let's talk
tomorrow if we can ... before noon is best for me ... but | will take your call whenever.

>

> Unfortunately we need to invest a couple of weeks of laying an appropriate foundation with Kevin before launching ...
at this point a couple more weeks is immaterial.

>

> We had a Board meeting today ... and received excellent support. We will not be making any decisions regarding the
Consortium or the project moving forward without a completed Bechtel Assessment ... Roderick will be hearing that
(again) soon ... information will flow to the extent the Consortium has any to offer.

S

> In fairness to Kevin we need to ease him into the pool. This is going to be difficult for him to swallow, digest and then
push down into his organization. Lonnie will have to coach and support him as he works through it ... and it will likely
require SCANA Board support to execute a big move.

5

> Carl (and you) have excellent rapport with Kevin (my observation). If the call is truly just CEOs ... be bold and begin
verbalizing your observations ... provide examples and lay the foundation. Play off of Kevin's tone ... Lonnie will help
you.

>
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> Let's talk tomorrow.

>

> Michael R. Crosby

> iPad

>

>

>> 0n Aug 24, 2015, at 6:30 PM, Albert, Craig <cmalbert@Bechtel.com> wrote:

>>

>> Michael,

>> Below is a draft note regarding a stronger intervention action (item 4). Let me know your thoughts and if you'd like to
discuss.

>> Carl and | appear to have just scheduled a call tomorrow at 4 with CEOs. Too soon to launch this? Perhaps you can
advise your thoughts on this and how close we walk up to it in the call.

>> It's quite aggressive but does stimulate thoughts. Let me know.

>> Craig

>>

>>

>>

>> Lonnie, Kevin,

>>

>> Prior to our first CEO update meeting, we'd like to put a fairly bold action-oriented proposal on the table for
discussion and consideration in our meeting.

>>

>> |t is clear that we collectively are not making much progress with regard to the Bechtel assessment. We are now
planning a third meeting -- simply to get aligned on the data that we need in order to perform a basic but thorough cost
and schedule analysis of the project. We are now being referred directly to Westinghouse, several levels down in their
company. Based on this and a number of other observations, we are concerned this indicates some combination of the
following:

>>

>> - Given newly apparent adverse circumstances of both the project and the viability of the consortium, there may be a
lack of EPC competence and/or capacity of the owner team to prudently oversee the project going forward without
assistance from strong mega nuclear EPC project company.

>>

>> - Resistance to the assessment itself for variety of possible reasons

>> (e.g. natural self-defense, fear of assessment conclusions, loss of

>> control, concern of Bechtel intentions, belief/hope that Bechtel

>> involvement will be fleeting/short term like previous 3rd party

>> assessments)

>>

>> Time is slipping and so we are suggesting an intervention now to help quickly ensure the project and the Owners'
interests are front-and-center. We believe an alternative approach regarding assistance from Bechtel may be in your
best interest in order to help implement any project course correction. This may help make the assessment that we both
envision possible and position all of us for strong and immediate changes if warranted.

>>

>> We have outlined this approach below:

>>

>> 1) Scana/SC should engage Bechtel as its owner engineer (OE) and let the consortium members know that our
involvement is not short term or superficial. That we will be engaged to support the owners going forward.

>>

>> 2) Advise consortium executives that their cooperation and openness with Bechtel is in their best interest because
any future contract changes and any future progress payments, must be supported by Bechtel analysis. (We believe that
to the extent allowed by contract, you should have much more accurate information regarding engineering,

2
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procurement, and construction schedule status as part of a process to resolve any contractual differences with the
consortium; and you should ensure you have sufficient quantitative visibility and verification of work performed (e.g.
EPC earned value) to justify making further payments.

>>

>> 3) Define scope/terms and reporting relationship of Bechtel to support this. At minimum, it should include a
contingent of senior large project professionals contractually seconded to the “Owners” management team. We
recommend this group be full time dedicated to the project, and report directly to the CEO (allow the current oversight
team to support the OE as necessary).

>>

>>4) Scana/SC should encourage and support a Bechtel executive discussion with W and potentially CBI to assure clarity
in ongoing project status requirements.

>> :

>> 5) Continue the effort to obtain the data needed to support the

>> assessment (we would have the 3rd meeting in Cranberry this week.)

>> : '

>> We look forward to our meeting to discuss our basis for this proposal.

>>

>> Regards,

>>

>> Craig

>>

>>

>>
S Kk koK K ok s skok s okok sk ok sk ok ook skok sk sk ok sk skok sokoskok ok ok skokokok ko sk ok sk sk skokoskok s ok skokok ko sk skokok sk okokok sk ok

S5 KKK KKK ok o ko ook ok kKKK ok ok ok R R KKK K koK Kok ok ok ok ok ok Rk ok Rk R Kok Kok ok ok

>> WARNING — this e-mail message originated outside of Santee Cooper.
>> Do not click on any links or open any attachments unless you are confident it is from a trusted source.
>> If you have questions, please call the IT Support Center at Ext. 7777.

S Kk skkok sk ok s kok ok ok skok sk sk sk ok ok ok sk ok s ok sk ok ook sk sk sk ok sk skokok sk skokok sk skokok sk sk sk skokoskok ok skokok ok skokok ok

S kK kokook sk sk kosk ok ook ok ok ok ok ok ko okokok ok ok s okok kR okokok ok skok sokokskkokokok ok ko ok

>

>

> Confidentiality Notice:

> This message is intended exclusively for the individual or entity to

> which it is addressed. This communication may contain information that
> is proprietary, privileged, confidential or otherwise legally exempt

> from disclosure. If you are not the named addressee, you are not

> authorized to read, print, retain, copy or disseminate this message or
> any part of it. If you have received this message in error, please

> notify the sender immediately either by phone or reply to this e-mail,
> and delete all copies of this message.

3K 3K 3k Kk 3k 3k 3K 3k %K 3k 3k ok %k K 3k 3k ok 3k 3k 3k 3K ok 3k sk ok ok sk ok ok ok 3k 3k sk skook %k oK 3k 3k 3K sk ok skok sk ok oK sk ok 3k oKk ok ok sk ok ok 3k ok ok ok ok ok sk sk sk ok ok sk ok ok skook skosk sk R sk ks sk skosk sk skok ok skok kok sk sk ks ok

kokok kokok sk kokkkokkk ok kkkkkk

WARNING — this e-mail message originated outside of Santee Cooper.
Do not click on any links or open any attachments unless you are confident it is from a trusted source.
If you have questions, please call the IT Support Center at Ext. 7777.
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Crosby, Michael

From: Albert, Craig <cmalbert@Bechtel.com>
Sent: Friday, September 04, 2015 4:36 PM
To: Crosby, Michael; Carter, Lonnie

Cc: Rau, Carl; 'Carl Rau'

Subject: Documents

Michael, Lonnie

Thanks for having Marion confirm what we have been saying. Saved us a little time, but should not have been
necessary.

Our folks involved with this assessment are very senior, professional, competent, and acting in good faith. No drama,
just facts.

The email last night from Danny is absolutely amazing — grossly inaccurate and misleading. Very frustrating for our folks
to have to defend against shell games and hide-and-seek. Not productive.

We need to get going on the assessment. Nobody is managing the consortium and they are not managing themselves.
All that said, | think a lot was accomplished this week!

Craig

e R R R R S e S R R R e S R L

WARNING - This e-mail message originated outside of Santee Cooper.
Do not click on any links or open any attachments unless you are confident it is from a trusted source.
If you have questions, please call the IT Support Center at Ext. 7777.

eSS R R S R R L T S TR T R R R R R T
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Crosby, Michael

From: Albert, Craig <cmalbert@Bechtel.com>
Sent: Friday, September 04, 2015 4:36 PM
To: Crosby, Michael; Carter, Lonnie

Cc: Rau, Carl; 'Carl Rau'

Subject: Documents

Michael, Lonnie

Thanks for having Marion confirm what we have been saying. Saved us a little time, but should not have been
necessary.

Our folks involved with this assessment are very senior, professional, competent, and acting in good faith. No drama,
just facts.

The email last night from Danny is absolutely amazing — grossly inaccurate and misleading. Very frustrating for our folks
to have to defend against shell games and hide-and-seek. Not productive.

We need to get going on the assessment. Nobody is managing the consortium and they are not managing themselves.
All that said, | think a lot was accomplished this week!

Craig

e R R R R S e S R R R e S R L

WARNING - This e-mail message originated outside of Santee Cooper.
Do not click on any links or open any attachments unless you are confident it is from a trusted source.
If you have questions, please call the IT Support Center at Ext. 7777.

eSS R R S R R L T S TR T R R R R R T
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Crosby, Michael

From: Carter, Lonnie

Sent: Wednesday, September 09, 2015 5:00 PM
To: Crosby, Michael

Subject: Re: Today's Meeting

Not surprising, but still disappointing. Kevin has not created a sense of urgency on this Project with his team from Steve
on down. The Bechtel review is just another example.

Sent from my iPad

>0n Sep 9, 2015, at 4:23 PM, Crosby, Michael <michael.crosby@santeecooper.com> wrote:

>

> Lonnie,

>

> Regarding today's very important Bechtel / Consortium meeting ... an interesting data point for you ... there is one
very junior level SCE&G construction supervisor in attendance ... he is here primarily to help Marion with room logistics.
>

> Jeff Archie and Ron Jones (each) spent about 1 hour in attendance earlier this morning.

5

> SCE&G clearly does not understand the gravity of the issues ... what needs to be done ... and the value that we are
trying to bring to this project through Bechtel.

>

> Fodder for discussion as we talk with Kevin.

>

> Michael R. Crosby

> iPhone

>
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A. Bechtel's Initial Findings

a. The EPC Consortium leadership lacks the experience and competency to manage the
project, showing a clear lack of EPC integration on and off project;

Carl ... a few words on what ‘integration’ really means in the context of ... A&E work ...
may be helpful for SCANA ... that is, what it means ... and where it is lacking on the
project.

b. While the Owners are proficient with licensing and regulatory oversight and direction, they
would greatly benefit from adding EPC Consortium oversight with a deep and broad skill
set in capital project management and mega-project EPC execution;

c. Many technical and licensing issues are yet to be resolved; commercial issues exist
between the EPC Consortium members making progress in many areas difficult;

d. Basic project management tools and controls (Owners & Consortium) are not at the
required level to assure the
certainty of the project outcome;

e. The current project schedule and budget is in our view unrealistic and further delays and
cost increases are inevitable;

f. The morale on the project is extremely low due to the inability of the EPC Consortium
project team to make adequate progress;

g. The significant commercial issues between the Owners and the EPC Consortium must be
resolved to change the trajectory of the project;

h. Over time ... The EPC Consortium has requested significant commercial considerations from
the Owners which will improve the consortium’s position but not necessarily the Owners’;

i. Bechtel has offered to support the Owners in the current negotiations to assure the
significant leverage of the Owners is actualized.

Carl ... look for highlighted yellow words — need to get rid of them ... as a general note ...
| would steer away from any hard references to ‘current negotiations’ as it relates to the
‘the big deal’ ...

Steve Byrne’s comment to you in his recent interview ... that “he was not going to jail”
was concerning to me ...

We (Lonnie, me, you, Carl) cannot afford to lose Kevin & Steve’s trust ... as you know
‘the big deal’ is NDA protected ... it’s a sticky topic.

B. Path Forward

a. Bechtel's objective is for both the Owners and the EPC Consortium to be successful;
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b. Owners have a unique opportunity (leverage) to shape a better deal and improve project
completion certainty prior to the EPC Consortium restructuring and offering any further
concessions on commercial issues;

Building on my note above ... | think you can repackage the message within the four
corners of the current EPC Agreement.

e Owners have rights and abilities to influence the Consortium ... that have never
been tapped ... due to the Owner’s current project leadership being
inexperienced, scared, reluctant to act, etc.

o Exploit this and maybe give some hard examples of what you have
observed during the assessment:
= Owner’s untapped right to eject non-performers
= Owner’s lack of project controls ... not giving them visibility on what
is really going on
= Owner’s lack of experience ... not giving them visibility as to what is
really going on

c. Owners can benefit from Bechtel EPC mega-project completion and contracting
experience and expertise by Bechtel providing commercial and contracting
recommendations to the Owners;

d. Bechtel to mobilize in Project Oversight role in parallel to completing the initial assessment
and supporting the Owners’ negotiation need for resolution of outstanding the consortium’s
commercial requests;

e. Bechtel has senior experienced Nuclear Power leadership available to mobilize ASAP;

f. Bechtel would sign any NDAs necessary to serve as Owner’s Engineer and begin support of
the Owners’ negotiations with the EPC Consortium;

g. Another option t'o consider due to the inadequacy of the data available to appropriately
complete an accurate project completion assessment is to suspend that effort and focus on
the mobilization of the an Owners Engineer Project Oversight approach (below);

h. Develop a services agreement expeditiously to enable above (see section E for proposed
term sheet).

C. Bechtel’s Proposed EPC Execution Owner’s Project Oversight Approach

a. As the initial step, Bechtel to provide EPC project experienced leadership team on a
secondment basis into an integrated (Owner / Owner’s Engineer) Project Management Team
(PMT). Bechtel will supply the following key leadership positions:

i. Executive Project Oversight Director

ii. Project Managers
1. Area Project Managers (NI, Tl, BOP)
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iii. Construction Managers
1. Area Construction Managers (NI, TI, BOP)

iv. Commercial Manager

v. Project Controls Managers
vi. Procurement Managers
vii. Contracts Manager

viii. Start-up Manager

b. Bechtel Project Oversight Director to report directly to the CEOs of SCANA and Santee
Cooper, and others as appropriate; '

This will not go over well ... Bechtel staff should mirror and report to Ron Jones ... on a
daily basis.

I will work with Ron Jones on this ... he will see the light and appreciate it sooner than
later.

Once he and SCANA get comfortable and see some successes ...we could make re-
rigging adjustments as necessary.

Weekly ... or bi-weekly report outs to Byrne / Archie / Crosby would clearly be in order.

CEO touch points ... definitely needed ... but could easily fall within existing quarterly
meetings ... of which there are 2:

¢ Quarterly Executive Steering Committee Meeting
o Staff report-out to Byrne / Crosby
(@]
e Quarterly Presidents Meeting
o Owners & Consortium
= Limited staff reports out to CEOs
e Historically have been worthless meetings
o Maybe we could re-rig this opportunity.

SCANA / Santee Cooper Board ... offer report-outs ... could provide comfort to highly
engaged stakeholders.

c. Bechtel to provide additional personnel to the PMT following a comprehensive assessment
of the existing Owner oversight team capabilities and qualifications (it is expected based

on our knowledge of the Owner’s team that the Bechtel team is expected to be in the range
of 50 to 100 personnel);

Soften this message ... OE team could (and likely will) grow into a (50-100) man effort ...
which is incredibly ‘typical’ of a properly staffed Owner / AE project oversight integration
model.
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Prevents Owner from having to staff-up (and later staff-down) to mirror and oversee all
Consortium work efforts.

Cost ... rough-in an estimated monthly cost ... maybe provide a range.
d. Bechtel to remain in the role through the completion of each unit;

e. SCANA/Santee Cooper to explore the possibility of establishing an “Executive Oversight
Board” comprising of CEOs of SCANA, Santee Cooper, and others with relevant executive
level EPC experience as appropriate to provide guidance to the PMT.

Think my thoughts above cover this.

D. Bechtel “Value Proposition”

a. Provide experienced EPC execution oversight team including a senior Bechtel executive to
act as the Project Oversight Director within the PMT;

b. Increased schedule and cost certainty to Owners, Shareholders, and State of SC through
effective EPC Consortium oversight utilizing Bechtel tools, processes, personnel, and
“knowledge-management”;

c. Train/develop Owner personnel in EPC execution oversight and commercial awareness;

d. Bring capability to support EPC Consortium through direct performance of select scope(s)
as appropriate;

Another opportunity to explain integration (and the problems that you guys see) and
what Bechtel could bring. ‘
e Here is your problem ... or gap gap gap
o And here is a proven resolution technique we can provide

Sub-bullet some optionality here ... if you think appropriate.

Where you can ... give more examples of how you guys can represent the Owners ... and
lead and influence the Consortium results.
e Schedule validation / development
Engineering change management
Project controls
Daily construction management

In general, | think that this section ... would be a good place to speak to the void we
currently have with SCANA trying to blindly do all this.

e. Increased industry confidence that the project will be completed in the most efficient
manner;
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f. Provide prudency support to Owners as requested.

E. Proposed Term Sheet for Project Oversight Contract
1. Scope

Bechtel will commit to the following:

Project Management Team — an agreed number of Bechtel personnel will

be seconded into an integrated Project Management Team (PMT) of
SCANA/Santee Cooper/Bechtel personnel, including the secondment of
Bechtel personnel into agreed key leadership positions within the PMT
(Bechtel Key Personnel). The PMT’s responsibilities will include the
following:

— Asses EPC Consortium key and lead personnel qualifications and onthe-
job performance, requiring changes as necessary;

— Require/negotiate a credible and achievable baseline target cost and
schedule;

— Oversight of all aspects of the EPC work by the EPC Consortium,
including review of progress reports submitted by the EPC Consortium;
attendance at progress meetings with the EPC Consortium;

— Schedule management — ensuring that an integrated project schedule is
established and that progress against schedule is actively managed;
review of schedule recovery plans submitted by the EPC Consortium

and consideration of schedule optimization possibilities; and

— Commercial management — review of requests for payment and change
order requests submitted by the EPC Consortium.

Additional Tasks — on a case by case basis, the Owners may request

Bechtel to perform additional tasks outside of the PMT (e.g., independent
reviews of discrete project [commercial, technical or other] issues).

910 Ly 8bed - 3-0/€-210Z # 19900 - 9SS - Wd 80:9 ¥¢ Jequialdas 810z - d3 114 ATIVOINOYLO3 13

2. Bechtel Key Personnel
The Bechtel Key Personnel will have an agreed minimum level of
experience related to major EPC projects and the identity of Bechtel Key

Personnel will be subject to interview and approval by the Owners.

The Bechtel Key Personnel will be granted delegations of authority which
are appropriate for their respective positions within the PMT.
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Early removal of Bechtel Key Personnel without the consent of the Owners

will result in payment of an agreed level of liquidated damages by Bechtel
to the Owners.

3. Contract Duration
Remainder of the project but no less than three (3) years.
4. Compensation

Bechtel will be paid on a monthly basis based on hourly unit rates for

Bechtel personnel. The unit rates will include compensation for Bechtel
salary costs, overhead and base fee.

Incentive fees will be available to be earned by Bechtel based on
achievement of agreed project objectives and performance of the PMT.

The parties may negotiate a cost bonus and/or schedule bonus to be paid

to Bechtel based on completion of the project/a unit within agreed cost
and/or schedule parameters.

5. Liability

Bechtel will be responsible for providing personnel to the PMT who meet

agreed qualification, experience and other requirements. Bechtel will
replace at its own cost any Bechtel personnel who are found not to meet
those requirements.

Bechtel will be liable if any Bechtel Key Personnel exceeds the limits of the
delegations of authority granted to them.

The contract will include agreed limitations on Bechtel’s liability consistent
with a secondment agreement.

6. Confidentiality
All Bechtel personnel will be required to comply with agreed restrictions on

disclosure of confidential information, including confidential information
belonging to the Owners and the EPC Consortium.

If deemed necessary, this may involve Bechtel personnel signing individual
confidentiality agreements with the Owners and/or the EPC Consortium.

7. Legal Privilege Protection
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In recognition that the Owners may wish to seek legal privilege protection

with respect to certain activities and work pr